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13 TAIWAN SEMICONDUCTOR

MANUFACTURING COMPANY, LTD.
14 WAFERTECH, L.LC. and TSMC NORTH AMERICA f:-fiJing

UNITED STATES DISTRICT COURT

NORTHERN DISTRICT OF CALIFORNIA
Pf7~

18 TAIWAN SEMICONDUCT
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19 MANUFACTURING COMPANY, TD.

W AFERTECH, LLc. and TSMC, NORTH COMPLAINT FOR
20 AMERICA

Plaintiffs

23 SEMICONDUCTOR MANUFACTURING
INTERNATIONAL CORPORATION (alw

24 SEMICONDUCTOR MANUFACTURING'
INTERNATIONAL (SHANGHAI)

25 COMPANY, LTD. and SMIC) and SMIC
AMERICAS,

Defendants.

1) PATENT INFRINGEMENT;

2) TRADE-SECRET
MISAPPRO PRIA TI ON;

3) VIOLATION OF THE LANHAM ACT
(15 V. C. ~ 1126(b));

4) UNFAIR COMPETITION (CAL. BUS.
& PROF. CODE ~~17200 et seq.
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INTRODUCTION

This case concerns Defendants Semiconductor Manufacturing International

Corporation ("SMIC Shanghai") and SMIC Americas ' (collectively " SMIC' ) inmngement

exploitation, and outright theft of Plaintiffs ' Taiwan Semiconductor Manufacturing Company,

Ltdo's ("TSMC Ltd. ) and WaferTech L.L.C.'s integrated circuit manufacturing technology,

together with business trade secrets of Plaintiffs TSMC Ltd. and TSMC North America

TSMC-NA") (collectively "TSMC"). SMIC has seeded its workforce, from the highest ranks

of its management down to the process engineers who work on the chip fabrication line, with

over 140 personnel from Plaintiffs and from TSMC affiliates, such as SSMC, in order to acquire

and utilize their knowledge ofTSMC' s proprietary fabrication processes and business trade

secrets. SMIC has used, and is continuing to misuse, TSMC' s propriety information, and it has.

12 , been inmnging TSMC' s United States patents , to compete unfairly against TSMC for the

business of California and other US. based companies.

SMIC' s misconduct has already led to an indictment, in Taiwan, of a former

TSMC Quality Control Program Manager, Katy Liu, for illegally disclosing TSMC' s proprietary

process flows, fab layout, and operations information to SMIC. Further, on May 14, 2002, the

Taiwan Hsinchu District Court preliminarily enjoined SMIC, and its President Richard Chang,

from causing TSMC' s existing or former employees to disclose or utilize TSMC' s trade secrets.

Though SMIC and Richard Chang never contested the injunction, they have

ignored it. SMIC has continued to misappropriate TSMC' s trade secrets and engage in other

acts of unfair competition. An analysis of semiconductor chips produced post-injunction by

SMIC for California customers and the U.S. market reveals that SMIC is continuing to use

TSMC' s patented and trade secret process technology. Further, on information and belief, and in

utter disregard of the indictments, SMIC continues to employ Katy Liu as a Director of QRC in

the Quality Control Department of an SMIC facility in Beijing, even though SMIC falsely told

TSMC she was let go.

This Complaint seeks an injunction against SMIC to prevent further patent

infringement, ~ade secret misappropriation, and unfair competition, as well as compensatory and
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punitive damages to redress and deter the ongoing injury to Plaintiffs being caused by SMIC'

illegal practices.

THE PARTIES

Taiwan Semiconductor Manufacturing Company, Ltd. ("TSMC Ltd. ) is a

company organized under the laws of Taiwan that maintains its principal place of business at No.

8 Li-Hsin Road 6 , Science Park, Hsinchu, Taiwan 30077, Republic of China.

TSMC Ltd. manufactures integrated circuits based on circuit designs provided by

its customers, who typically do not have their own semiconductor manufacturing plant.

WaferTech, L.L.C. is a limited liability company organized under the laws of

Delaware, with a principal place of business at 5509 N.W. Parker Street, Camas, Washington

98607. WaferTech, LLC. is a dedicated semiconductor wafer foundry that licenses and utilizes

the patented and proprietary technology and systems ofTSMC, Ltd.

TSMC-North America ("TSMC-NA") is a company organized under the laws of

the State of California that maintains its principal place of business at 2585 Junction Ave, San

Jose, California, 94134. TSMC-NA is wholly owned by TSMC Ltd. , and serves as TSMC'

exclusive sales agent in North and South America.

Upon information and belief, Defendant Semiconductor Manufacturing

International Corporation is a Cayman Islands corporation, whose principal place of business and

country of origin is 18 Zhang Jiang Road, Pudong New Area, Shanghai, 201203 , People

Republic of China ("SMIC Shanghai"). On infonnation and belief, SMIC Shanghai is also

known as, and does business as, Semiconductor Manufacturing International (Shanghai)

Company, Ltd. and/or SMIC. SMIC Shanghai is registered with the California Secretary of State

to do business in California and has a registered agent for service of process, CT Corporation, at

818 West Seventh Street, Los Angeles, California, 90017.

10. Upon information and belief, Defendant SMIC Americas is a corporation

organized and existing under the laws of the State of California that maintains its principal place

of business at 45757 Northport Loop West, Fremont, CA 94538. , SMIC Americas ' registered

agent for service of process is Simon S. Wang, located at 649 Varese Street, Pleasanton
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California. Upon information and belief, SMIC Americas is a wholly owned subsidiary of SMIC

Shanghai , whose sole officer and director at the time of its incorporation was Richard Chang, the

President of SMIC Shanghai.

11. Plaintiffs are informed and believe and thereon allege that, at all pertinent times

herein mentioned, Defendants, and each ofthem, were the agents and/or alter egos of their Co-

Defendant and shared a unity of interest with their Co-Defendant, and , in doing the things

hereinafter alleged, were acting within the course and scope of such agency and with the

permission and consent of their Co-Defendants. Defendants, and each -of them, had and have

actual or constructive knowledge of the events, transactions and occurrences alleged herein, and

either knew or should have known of the conduct of their Co-Defendants and cooperated in

benefited from and/or ratified such conduct.

12. Upon information and belief, SMIC Americas is SMIC Shanghai' s exclusive sales

and marketing agent in California and North America. Upon information and belief, SMIC

America s personnel are, and hold themselves out to be, employees ofSMIC Shanghai.

JURISDICTION AND VENUE

13. This is an action arising under the laws of the United States, including 35 US.

9 101 et seq (patent laws) and 15 u.S. C. 9 1051 et seq. (Lanham Act). This Court has subject-

matter jurisdiction over this action under 28 u.S.C. 99 1331 and 1338(a) and (b). This Court has

supplemental pendent jurisdiction over Plaintiffs' state- law causes of action under 28 u.S.c. g

1367.

14. This Court has personal jurisdiction over SMIC Shanghai because SMIC

Shanghai has purposely availed itself of the benefits of California by soliciting business and

investments from California-based companies such as Broadcom, Xilinx, AMD, Atmel, ISSI and

Marvell, by entering into contracts with California based companies, and by directing into

California wafers and other semiconductor products embodying, or created using, TSMC'

patented technology and/or misappropriated trade secrets. On information and belief, SMIC

Shanghai has marketed and sold, and is continuing to market and sell in California products and

services that embody Plaintiffs ' patented technology and trade secrets , or that were made using
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TSMC patented or trade secret processes, either directly, or through its agent SMIC Americas, or

others. As a result ofSMIC Shanghai' s intentional conduct directed toward California, Plaintiffs

have suffered injury in California.

This Court has general jurisdiction over SMIC Americas, because it is a15.

corporation incorporated in and has its principal place of business in the State of California.

16. Venue is proper in this district under 28 U. C. ~~ 1391 and 1400, because inter

alia Defendants market, offer and/or sell inmnging and misappropriated products and services

to customers who reside in, or may be found in, this District, because SMIC Americas resides

and is headquartered in this District, and because Defendants unfairly compete for TSMC'

business within this District. This case involves causes of action for patent infringement, and

therefore it qualifies as an Intellectual Property Case within the meaning of paragraph B.5 of this

Court' s General Order No. 44, and is subject to random assignment to any judge in this District

and not on the basis of intra-District venue.

FACTUAL BACKGROUND

The "Fabless" Semiconductor Fabrication Model

17. Integrated circuits, or "chips " are today the building blocks of virtually every

electronic device. Each of them contains millions or even tens of millions of electronic features

(e. , transistors, capacitors, etc...) that are integrated into multi-layer circuits that measure less

than the size of a thumbnail. They are referred to as semiconductors because the circuits are

fabricated on, and from, semi conductive material, primarily silicon. Semiconductor chips fall

into various categories, such as central processor chips (e. , Intel' s PentiumTM microprocessors),

memory chips that store data, and logic chips that perform pre-defined functions on data.

18. Chip design and manufacture typically proceeds as follows:

. A company decides to make a chip that will serve a certain function in a device.

For example, the chip might perform signal processing in a cell phone, or on an

ethernet card. The company must itself determine the general electronic and

physical specifications that the chip must meet, and of course, what functions the

chip must perform.
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The company then must design, or contract to have designed, the circuits and

circuit features needed to accomplish all of the necessary functionality. The

selection, layout, and interconnection of the circuits into a chip design is done

, using computer assisted design automation software that allows for optimization

and miniaturization of the design.

On.ce fin~ized, the design is converted into an electronic database that constitutes

a virtual blueprint for the chip. Using this blueprint

, "

masks" are generated.

Using the masks, the circuits then are fabricated in multiple layers on a "wafer" of

silicon. The fabrication process involves thousands of extremely precise and

complex manufacturing steps, including photolithography, sputtering, materials

deposition, ion implantation and chemicaVmechanical polishing.

The resulting wafer, depending on its size, may contain hundreds of "die." The

die are separated from each'other and packaged in a protective cover, become the

final "chip.

19. Some chip design compa,nies, such as Intel and IBM, own their own fabrication

plants, or "fabs." Because the building and operation of even a single fab requires a huge

investment in infrastructure and technical expertise, however, a large number of chip design

companies are "fabless ; they outsource the fabrication of their chips to an independent

manufacturer with facilities dedicated to third party manufacture. These fabless companies-and

even chip companies whose own fabs may lack technological capabilities or physical capacity to

fabricate such semiconductor chips-rely on dedicated manufacturers such as TSMC to fabricate

their chips.

20. Chips are designed to be fabricated using a particular process node, which refers

to the smallest dimension of a feature of the integrated circuit, such as the dimension of a

transistor gate. ' The smaller the chosen node, the less the amount of area that will be needed to

fit all of the circuitry on a chip. However, the smaller the node, the more advanced and

complicated the technology that is required successfully to fabricate and connect the circuits

without causing unwanted materials and electrical interactions and failures ' such as cracks
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